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Office of Legislative Auditor

Executive Summary

Office of Rural Development
Staff Study

The Office of Rural Development was created to assist in the
efforts of agencies and individuals to promote rural development.
Our study of the Rural Development Program found that:

+ Although required by law, the Office of Rural
Development never promulgated rules or regulations
for the program.

+ The Office of Rural Development issued grants on a
first-come, first-serve basis for almost any requested
purpose and with little regard to its own internal
guidelines.

+ The Office of Rural Development does not verify that
grant funds were used for the intended purpose.
Furthermore, neither the Office of Rural Development
nor the Rural Development Law gives formal guidance to
grant recipients on what to do with leftover funds.

+ Rural development programs in other states have more
specific criteria for awarding grants and more stringent
monitoring methods than Louisiana's rural development
program.

¢+ Local governments receive financial assistance from
other sources that fund the same types of projects as the
Office of Rural Development.

Daniel G. Kyle, Ph.D., CPA, CFE, Legisiative Auditor
Phone No. (504) 339-3800
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Staff Study

—
Staff Study
Initiation

—
Background
on
Office of
Rural
Development

This study was conducted because of the recommen-
dations of the Select Council on Revenue and Expenditures in
Louisiana's Future (SECURE) to eliminate funding for this
program. Appendix C to this report describes the scope and
methodology used in this study. This study had the following
objectives:

+ Determine if the program is meeting its goals and
objectives as set out in statute.

+ Examine the management controls over the
application, grant approval and monitoring
processes.

¢+ Compare Louisiana's Rural Development Program
to rural development programs in other states.

+ Determine if the Rural Development Program
duplicates or overlaps with other programs.

In 1990, the legislature created the Office of Rural
Development within the Governor's Office. The Office of Rural
Development was created to assist in the efforts of agencies and
individuals to promote rural development. According to
Louisiana Revised Statutes (LSA-R.S.) 3:311-318, also referred
to as the Rural Development Law, the office is to:

+ serve as a single contact point for rural governments,
service providers, state and federal agencies, and
individuals interested in rural policies and programs
of the state;

+ strive to promote cooperative and integrated efforts
among such agencies and programs that are designed
to address rural needs; and

+ recommend to the governor and legislature the suitable
use of policies, programs, long-range plans, laws, and
regulatory mechanisms to meet rural needs.
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LSA-R.S. 3:321-323 provides for the rural development
fund within the state treasury and for the Rural Development
Program, which is a grant-awarding program administered by the
Office of Rural Development. The statute further requires the
Office of Rural Development to adopt rules and regulations
governing the use of the fund and establishing guidelines for
awarding grants. The Office of Rural Development (Rural
Development) and the Rural Development Program are funded
entirely by general fund appropriations.

The monies in the rural development fund are to be used
solely to fund projects in rural areas of the state and to cover the
grant program's administrative and implementation expenses.
The Rural Development Law defines rural areas as parishes with
less than 100,000 population or municipalities with less than
25,000 population. Rural Development provides grants for
various public purposes to local government entities and other
types of public entities such as airport authorities and
universities.

The grant program was first funded in fiscal year 1993,
and Rural Development began issuing grants in that year.
Exhibit 1 below lists the annual funding and the amount and
number of grants issued for fiscal years ending 1993, 1994, and
1995.

Exhibit 1
Rural Development Program Funding
for Fiscal Years 1993 through 1995

Fiscal Year Funds Grants Number of
Ended June 30 jAppropriated Issued Grants Issued
1993 $7,157,727| $5,448,929 122
1994 $6,722,000| $6,650,390 226
1995 $6,722,000| $6,295,188 233

Note 1; The difference between funds appropriated and grants issued could
be used for Rural Development's administrative costs. Rural
Development can carry funds forward to succeeding year.

Note 2: Three additional grants were issued in fiscal year ending 1995 that
totaled $40,000. Because they were issued after our fieldwork
was completed, these three grants are not included in our report
analyses.

Source: Appropriations Acts and Division of Administration, Support
Services.
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In addition to providing grants to local government units,
Rural Development has been involved in two other projects.
First, Rural Development contracted with Louisiana State
University's College of Education in a statewide project aimed at
improving literacy in rural areas. In the other project, the office
contracted with Louisiana State University's College of
Engineering to design and implement a customized geographic
information system. According to the executive director of the
Office of Rural Development, the system will be used to provide
mapping and census data to local governments and other state
agencies.

Staffing. The Office of Rural Development is led by an
executive director who is appointed by and serves at the
governor's pleasure. The office also employs an assistant
director, a grant coordinator, a special projects technician, a
project coordinator, four field coordinators, and an administrative
assistant. Exhibit 2 below illustrates the organization of the
Office of Rural Development.

Exhibit 2
Office of the Governor
Office of Rural Development
Organization Chart

]
;
Governor

Executive Director

Grant e -
Coordinator | | I N Assistant
‘ Administrative Director
Assistant : ‘
(Rural Council) , |
Special Projects | Project
Technical . . Coordinator
Support [ .
r i
e T I i ’ ]
o iTechnical Assistant | 4 Field ‘
i . . '
Administrative : (Rural Council) Coordinators
Assistant l_

Source: Prepared by legislative auditor’s staff using information provided by
the Office of Rural Development.
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|
Prior Related

Audit Work

The executive director also serves as co-chair of the
Louisiana State Rural Development Council, an entity established
by a memorandum of understanding between the United States
Department of Agriculture and the state of Louisiana. A partially
federally funded entity, the Rural Development Council was
created to help people take advantage of available resources
through innovative approaches and coordinated partnerships.

The mission of the Rural Development Council is to encourage
and stimulate the economic and social well-being of rural
Louisiana. As a match to the federal funds provided to fund the
Council, the Office of Rural Development provides supplies,
office space, an administrative assistant, and a technical assistant.

An Executive Committee, made of the federal and state
co-chairs and an executive director, guides the Council and deals
with policy matters. The Council consists of 135 members
representing local, state, and federal entities, private industry,
and non-profit entities. To become a member, the individual
submits an application to the Executive Committee. The
applicant must also be at the policymaking level of the
organization and have authority that allows appropriate decisions
to be implemented.

In the past, the Office of Public Works at the Department
of Transportation and Development administered the Public
Improvements Fund. Similar to the Rural Development fund,
this fund was used to provide financial assistance to local
governments with various projects such as improvements {o
streets, sewerage systems, drainage systems, water and gas
systems; equipment and operating funds for volunteer fire
departments; industrial and economic development; renovations
and improvements for schools, courthouses, jails, and libraries;
and many other purposes.

In March 1988, the legislative auditor issued an
operational audit of that fund. The audit had numerous findings.
Particularly, the audit found that the program lacked the
following:

+ criteria for the use of monies in the fund
+ an application process

+ criteria for selection of projects
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|
Purpose of
Rural
Development
Program
Not Clearly
Defined

+ monitoring procedures
¢ follow-up evaluations

The Office of Public Works still exists within the
Department of Transportation and Development. However, that
office is no longer funded to provide grants to local governments.
During this staff study, we saw evidence of some of these same
deficiencies in the Rural Development Program.

The Louistana Legislature created the Rural Development
Program to address the needs and conditions of rural areas.
However, the statutory guidelines for the program are broad and
make it difficult to determine if Rural Development is indeed
administering this program as the legislature intended.
According to LSA-R.S. 3:323(C), the following guidelines
should apply to any project funded through the Rural
Development Program:

-

+ All projects or activities funded must be related to the
revitalization of a designated rural area.

+ All funds shall be used to mitigate the rapid
deterioration of rural health, education, transportation,
public facilities, tourism, infrastructure, or other
systems essential to the socio-economic well-being of
the state's rural areas.

¢ All projects or activities should enhance and broaden
rural employment opportunities and community
services.

The law also requires Rural Development to adopt rules
and regulations governing the use of the fund and to establish a
formula for the distribution of funds. These rules and regulations
are to be adopted in accordance with the Administrative
Procedures Act. To date, no such rules and regulations exist.
The absence of such rules and regulations further complicate any
effort to determine if Rural Development is meeting its intended
goals and objectives.
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Rural Development provides grants to local governments
and other entities for many purposes, perhaps as a consequence
of the lack of specific statutory guidance or rules and regulations
related to the program's purpose. The types of projects funded
have ranged from providing funds for paying teacher salaries to
building recreational facilities and making road and sewer
improvements.

Role of rural development offices in other states. We
contacted rural development offices in the 10 southern states
listed below to obtain information about their rural development
efforts.

Alabama Mississippi
Arkansas North Carolina
Florida South Carolina
Georgia Tennessee
Kentucky Virginia

Most of the rural development offices in these 10 states
see their primary functions as coordinating rural development
efforts, providing a contact point and resource center for
organizations interested in rural development, and researching
and testing model programs. In addition to these general
functions, some states perform other functions as listed below.

+ Eight states provide guidance on strategic planning to
local leaders in the form of one-on-one area visits,
conferences, and workshops.

+ Four states provide a directory of state, federal, and
private sector funding sources.

+ Three states make recommendations to the governor
and legislative bodies regarding state policies and
legislation.

+ Five states administer grant funds. See Appendix B
for more information on these funds.
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Exhibit 3
Activities of Rural Development Programs in Southern States

Activities AL | AR | FL. | GA A NC | SC | TN | VA
Provide local communities guidance
on strategic planning X X X X | X X
Provide a directory of available state,
federal, and private sector funding X X X
sources
Make policy recommendations to the
governor and legislative bodies X X X
Operate grant funds X X X | X X
Conduct development activities via
independent regional planning X
commissions
Note: An "X" indicates this state's rural development program has this particular feature.

Source: Prepared by legislative auditor’s staff using information gathered from each state’s rural development
office. We did not audit the information provided by each state.

]
Structure of

Rural
Development
Program
Appears
Uncommon

Exhibit 3 above shows the activities and functions of the
rural development programs in the 10 states that we contacted
and also includes Louisiana.

Unlike Louisiana, most other southeastern states do not
structure their rural development office to report directly to the
governor. Arkansas was the only one of the 10 southeastern
states that we contacted with a rural development program that
reports directly to the governor. All others are located within
developmental entities including state agencies, regional or local
offices or commissions, and private and non-profit organizations
or some combination of these.

For instance, three states, Alabama, Kentucky, and
Mississippi, conduct rural development activities primarily
through independent regional planning commissions. In both
Alabama and Mississippi, the Department of Economic
Development coordinates with regional planning commissions.
The regional commissions are funded by membership dues,
federal and state revenues, and charges for services to local
governments. In both states, each commission represents
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]
Broad Range

of Purposes
for Grants
Issued

approximately 10 counties. Kentucky, on the other hand, has no
single office focusing on rural development, but area
development districts provide technical assistance to local
communities. None of these three states administers a rural
development grant program at the state level.

The state of North Carolina established a non-profit
organization, the North Carolina Rural Economic Development
Center, Inc., to administer rural development programs and other
activities aimed at building economic strength in that state's rural
counties. This center is funded by general assembly
appropriations as well as contributions from private foundations,
corporations, and federal and local governments.

Rural Development issues grants to fund projects for
many different purposes. Exhibit 4 below categorizes the grants
issued by purpose for fiscal years 1994 and 1995 and shows the
number and amount of grants issued for each category. Grants
issued during fiscal year 1993 were excluded because sufficient
information was not available.

Exhibit 4

Summary of Rural Development Grants

for Fiscal Years 1993-1994 and 1994-1995

Purpose of Grants

g

Percent of
of Total Total
Grants | Dollars Dollars

Number Percenf
of Total of Total
Grants | Dollars | Dollars

Infrastructure

127|$3,302,691| 49.8% 121}1$2,818,051 44.8%

Economic Development

26| 1,372,699 20.6% 13| 930,853 14.8%

Parks and Recreation

31 774,0001 11.6% 38 916,737 14.6%

Public Safety

200 427,732 6.4% 24| 391,791 6.2%

General Equipment

6 159,300 2.4% 9 129,000 2.0%

|| B|w| ]

Other

16| 613,968 9.2% 28| 1,108,756 17.6%

TOTALS

226/ $6,650,390| 100.0% 2331 $6,295,188( 100.0%

Source: Prepared by legislative auditor's staff using information provided by the Office of Rural

Development.

Note: Three additional grants were issued in fiscal year ending 1995 that totaled $40,000. Because they were
issued after our fieldwork was completed, these three grants are not included in our report analyses.
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We organized the grants issued during these two fiscal
years into six major categories: infrastructure, economic
development, parks and recreation, public safety, equipment, and
other. Appendix A of the report contains information on each
grant issued during fiscal years 1994 and 1995 by parish.

For both fiscal years, nearly half of all rural development
grant dollars went to infrastructure projects. Projects in this
category consist of road repairs, building repairs, and sewer and
water treatment plant repairs. Exhibit 5 below further breaks
down the purposes of the grants within the infrastructure
category.

Exhibit 5
Breakdown of Infrastructure Grants

for Fiscal Years 1993-1994 and 1994-1995

e

Percent | Number Percent

of Total of Total of Total of Total

Infrastructure Grants | Grants | Dollars | Dollars | Grants | Dollars Dollars
Streets, Roads, Bridges 48| $1,359,677| 41.2% 42| $1,006,805 35.7%
Build or Repair Facilities 10 228,500 6.9% 22 526,000 18.7%
Sewer, Water, Gas 69| 1,714,514 51.9% 57 1,285,246 45.6%

TOTALS

127| $3,302,691| 100.0% 121 $2,818,051| 100.0%

Source; Prepared by legislative auditor's staff using information provided by the Office of Rural Development.

Projects in the second category of grants in Exhibit 4
were designated as "economic development projects” by the grant
recipients. We did not determine the economic impact of these
projects within the rural communities they are supposed to serve.
These projects provided funds to be used for such things as:

+ a hospital access route in Ascension Parish,
+ start-up funds for the town of St. Gabriel,
+ a small business incubator in Livingston Parish, and

+ rural development centers at Nicholls State University
and Louisiana Tech University.
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The third category on Exhibit 4, parks and recreation
grants, contained the second largest number of grants issued by
Rural Development for both fiscal years. Some of the projects in
this category included festivals, boat launches, softball fields,
building and renovating community centers, fencing for parks,
and renovations to theatres. In the fourth category, local
government units received grants to purchase or improve public
safety equipment such as fire and police equipment, vehicles, and
facilities. In addition, the fifth category contains grants to local
government units to purchase general equipment such as trucks,
excavation equipment, radio equipment, and a boat, motor and
trailer.

Examples of the other projects on Exhibit 4 that Rural
Development funded through grants include:

+ Telemedicine: a project that would link rural hospitals
to medical schools in the state via teleconferencing
(approximately $500,000 for fiscal year
1995--appropriated separately from other grants),

+ LSU Leadership Conference: a program to educate

rural officials on various issues relating to managing
their particular entity ($100,000 for fiscal year 1995),
and

* Schools: to repair or maintain school facilities and
parking lots and to pay Arkansas teachers' salaries for
some Union Parish students to attend a nearby school
in Arkansas.

Other States Provide More Guidance on Type of Grants
to be Funded

Each of the five states with rural development grant
programs had different approaches to funding projects. In
general, the purposes of these grant programs were more
narrowly defined than in Louisiana. One segment of North
Carolina's center awards grants to local governments and
non-profit organizations in poor rural counties to be used as
matching funds often required to obtain federal grants for water
and sewer projects. The center awarded 20 grants totaling
$1.65 million in 1994. In turn, the center expects to receive
$31.7 million in federal grants, to generate $345 million in
private investments, and to provide water and/or sewer service
to 431 homes.
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|
Inconsistent
Grant
Application
and
Approval
Processes

In Georgia, activities ineligible for funding include
general improvements or renovations to non-historic public
buildings and water and sewer projects. South Carolina's
program funds infrastructure and public works projects only,
depending on an area's ability to attract and support industry. In
Virginia, projects that are eligible for funding by existing state
and federal programs are not eligible for grants through that
state's grant program.

Most local government units may apply for Rural
Development grants for almost any public purpose to fully fund a
project. The process begins when the local government unit
submits a completed application form to the office along with all
of the required supporting documentation. Rural Development
awards grants on a first-come, first-serve basis. A committee
made up of the executive director, the project coordinator, the
grant coordinator, and all four field coordinators reviews the
applications, but final approvals come from the governor who
can reject an application or make changes to the grant amounts.
After final approval from the governor, checks are processed and
issued for the full amount of the grant to the recipients.

According to the executive director, a grant application
may be denied if:

+ funds are depleted,

+ the application does not have all of the required
supporting documentation,

+ a project has not been completed from the year before,

+ all projects in the parish exceed the per-parish limit of
$100,000, or

+ the governor so instructs.

According to the executive director, Rural Development
will send applications to legislators beginning in fiscal year
ending 1996. Then, the governmental unit will have to obtain an
application from its legislator.

The application form lists all of the necessary supporting
information and documentation. According to the application
form, if any of the following information is not provided, the
project cannot be reviewed for funding:
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*

*

Resolution of support from governing body

Letters of support from legislative delegation

Cost breakdown of project

Percent of unemployment of area affected

Per capita income of area affected

Demonstrated need--is it an emergency?

Will project create or retain jobs? If so, how many?

Percent of citizens affected by the project

The application form also lists the application guidelines
(which are basically the same as the statutory guidelines
mentioned on page 5) and the maximum grant amount allowed
for each type of government unit.

The maximums are:

*

>

L

*

villages--$15,000
towns--$25,000
cities--$50,000
parishes--$100,000

A combination of a parish with a village, town, or city
can be funded up to $100,000. The application form states that
funding can exceed the maximums if the projects are deemed to
be economic development projects creating permanent jobs.

Program Lacks Competitive Process and Consistent Criterta
for Approving Grants

The Rural Development Program lacks a competitive
process that uses specific criteria to determine which grants to
fund. With limited funds and lack of competitiveness in the grant
approval process, the state gets no assurance that the most
beneficial projects will be funded. In addition, the program does
not have procedures or performance indicators to assess the
impact the grants will have on improving living conditions for
rural residents.
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Our review of some of the files showed that, in most
cases, the files contained the required documentation. However,
we were unable to determine how, if at all, the information
requested from grant applicants is factored into the grant
approval process. According to the executive director, grants are
awarded based on need, but primarily on a first-come, first-serve
basis.

For example, one of the questions on the application asks
if the project will create or retain jobs. Applicants who reported
that no jobs would be created received grants even though
statutory guidelines require all projects to "enhance and broaden
rural employment opportunities and community services.” Grant
recipients who reported that jobs would be created or retained are
not required to provide documentation to support that statement.
The only supporting documents the office requires the applicants
to submit are letters of support from their senator and
representative and a resolution authorizing the grant application
from their governing body.

Rural Development does not have clear definitions or
documented requirements to determine when an application
warrants allowing a grant recipient to exceed the maximums.

The application form states that funding may exceed established
limits "for economic development projects creating permanent
jobs." However, there is no formal guidance on what constitutes
"economic development” or "permanent jobs." According to the
executive director, grants can also exceed the established limits if
an "emergency" situation exists, but "emergency"” is not clearly
defined.

Some Grants Approved Regardless of Criteria

According to documents provided by Rural Development,
parishes are ineligible to receive rural development grants if their
populations exceed 100,000. However, rural municipalities
within these parishes may receive rural development grants.

Nine ineligible parishes include Caddo, Calcasieu, East Baton
Rouge, Jefferson, Lafayette, Orleans, Ouachita, Rapides, and

St. Tammany. Our file review showed that at least three of these
received rural development grants in fiscal year 1995:
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¢ Caddo Parish Commission received $60,000 for a
sewer district;

+ Calcasieu Parish Police Jury received $50,497 for
road repairs; and

+ St. Tammany Parish Police Jury received $40,000 for
a drainage district.

According to the executive director and application
guidelines, Rural Development limits each parish to $100,000 for
all projects within the parish, unless an emergency or economic
development project gets funded. However, review of the fiscal
year 1994 grants showed that 23 of 56 parishes, or 41 percent,
exceeded the $100,000 limit. One parish exceeded the limit by
300 percent. Similarly, for fiscal year 1995, 17 of 57 parishes,
or 30 percent, exceeded the $100,000 limit. Our work did not
include examining each project to determine whether an
emergency or economic development project caused the parish to
exceed the limit. Appendix A shows the parish totals for fiscal
years 1994 and 1995 grants.

Other States Have More Structured Grant Approval Processes

Five of the 10 states that we contacted operate a grant
fund similar to Louisiana’s. They are Arkansas, Georgia, North
Carolina, South Carolina, and Virginia. Grant fund annual
budgets in these five states range from $30,000 to $9,000,000.
Three of the five states have maximum grant amounts of between
$10,000 and $100,000 per project, and one state requires the
grant amount to be less than 50 percent of the total project cost.
Appendix B compares certain elements of the programs in these
five states to Louisiana's rural development program.

In these five states, applications undergo a structured
review by a committee. In Arkansas, Georgia, and Virginia,
grants are made on a cyclical basis, usually twice a year, after all
applications have been reviewed. By contrast, in Louisiana,
grant applications receive very limited review and grant awards
are made on a first-come, first-serve basis until funding is
depleted.

Similar to Louisiana, North Carolina awards grants on a
first-come, first-serve basis. However, unlike Louisiana, North
Carolina has a nine-member committee from various state
agencies that reviews applications for project validity and
community relevance as well as to ascertain that funding is not
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—
Ineffective

Monitoring of
Grants

available from other sources. North Carolina uses a process in
which they assign weight to specific criteria for awarding grants.
By contrast, much information is required for Louisiana's rural
development program, but very little appears to be used in
determining whether to award a grant. Furthermore, the
governor can reverse any decision to award or deny a grant made
by the Rural Development staff.

The five other states require matching funds (usually
50/50 cash or in-kind) from other sources. Louisiana does not
require any matching funds to apply for a rural development
grant or that the local government unit first attempt to secure
funds from other sources.

The Rural Development Law does not require any
monitoring of or reporting on the use of grant funds.
Furthermore, the office never established rules or regulations
with program monitoring requirements. However, Rural
Development requires grantees to submit one of three project
status reports, depending on the amount of time it will take to
complete the project. Once this report is received, Rural
Development considers the projects complete with no other
verification required.

Rural Development employs four field coordinators.
According to the executive director, each one is assigned a region
of the state and their duties are to monitor how grant funds are
spent. The executive director said that, in the past, the field
coordinators phoned grantees to ask how the funds were spent.
Now, they visit grantees to obtain any unreturned status reports.
However, the field coordinators are not required to visibly
confirm that each project was completed or that the funds were
used for the stated purpose.

Key Grant Monitoring Elements Missing

The Rural Development Program appears to lack several
elements of an effective grant monitoring process including:

+ verification that projects are completed
+ verification that money is used for the stated purpose

+ verification of expenses
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+ guidance on what to do with funds remaining upon
project completion

According to grant control procedures adopted by the
U.S. General Accounting Office and others, a good management
control system should have reporting and compliance
requirements defined in regulations. The risks associated with
not having these are:

+ Eligible grant recipients not applying;

+ Eligible grant recipients being denied grants;
+ Ineligible grant recipients applying;

+  Unauthorized grants being made;

+ Grant expenditures exceeding budget; and

* Program objectives not being met.

Rural Development issues grant funds for the full amount
once the application is approved, and the expenditure of grant
funds is not monitored. The office does not collect and verify
expense reports detailing how the grant funds were spent.
Furthermore, neither the office nor the Rural Development Law
provides guidance or penalties should the funds not be used
entirely or for the intended purpose.

In our file review, we found cases in which projects cost
the grantees less than expected. These grantees obtained
permission from Rural Development to use the remaining funds
for other purposes, which did not go through the same
application process as the original projects.

In one case, Livingston Parish Police Jury received a
$35,000 grant for a drainage project in September 1992, The
project cost $7,400 less than the grant amount. The police jury
requested and received permission from Rural Development in
May 1994 to use the balance for road repairs without completing
a new application.

In another case, the Town of Independence received a
$30,000 grant to rehabilitate a sewer system in fiscal year 1993.
For various stated reasons, the town completed the project for
approximately $19,000, approximately 37 percent less than the
grant amount. In fiscal year 1994, Rural Development granted
the town's request for an additional grant of $22,630 and
permission to use the $11,000 to repair a leaking water line.
Since there is no requirement to report leftover grant money,
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]
Possible
Duplication
and Overlap
of Effort

other grant recipients may not be reporting when they have
excess grant funds.

Other States Monitor Grants More Closely

The methods used to ensure that grant funds are properly
expended varied among the five states with grant programs
similar to Louisiana's. For example, in North Carolina, funds
are not paid until the end of the project when all other funding
sources have been expended and a staff person makes an on-site
visit to ascertain the progress of the project. In addition, North
Carolina requires a copy of an audit for grants over $25,000.

In South Carolina, funds are not distributed until the
project is underway. In addition, a staff person makes weekly
site visits to monitor the project. Some of the money is paid
directly to contractors and not to grantees.

In Virginia, grant recipients are given a grant
management manual to lead and advise them during the course of
the project. In addition, a staff person oversees each project
from inception to completion. This expands their knowledge of
what works and what does not so they can provide perspectives
to other projects. Arkansas' staff conduct site visits to ensure
projects are moving at an appropriate pace. Arkansas also
requires the return of amounts more than $5 left at the end of the
project. In Georgia, funds are paid in increments with final
payment occurring only after the project has been completed.

Within Louisiana state government, other agencies or
programs are providing funding to the same types of local
government projects as Rural Development. For example, each
parish receives money from the Parish Transportation Fund for
the maintenance and construction of parish roads and bridges,
based on the parish's population. These funds can also be used
to purchase equipment for road work. However during fiscal
years 1994 and 1995, a total of 22 different parish governments
applied for and received over $1.4 million in grants for road
and/or bridge repairs from the Rural Development Fund.
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In addition, the Office of Community Development,
which administers the state's federally funded Community
Development Block Grant Program, provides grants to local
governments for sewer, water, streets, and other public purposes.
This program requires the grants be used to benefit low to
moderate income persons. Furthermore, this program selects
projects to fund on a competitive basis to the extent funds are
available.

According to the executive director, Rural Development
does not have all of the documentary requirements of other
programs that assist local government agencies and grants are
awarded on a first-come, first-serve basis rather than a
competitive basis. Rural Development appears to have less
stringent requirements, oversight, and control of the funds that it
distributes, thus making it a more attractive program to those it
Serves.

Rural Development also issued grants for projects that
seem to overlap with other projects within the same area. For
example, Rural Development approved grants to different
economic development groups within the same parish. In
QOuachita Parish for fiscal year 1994, North Central Louisiana
Regional Economic Development entity received a $25,000 grant
and Northeastern Council on Black Economic Development entity
received a $50,000 grant. In addition, the Macon Ridge
Economic Development Region, which is in the same region,
received $75,000 in grant funds that year.

_____________________________________________________________________|
Matters for Legislative Consideration

The legislature may wish to consider clarifying the
mission and objectives of the Rural Development Program. Once
this is done, then the legislature may also wish to consider one of
the following:

1. If the Rural Development Program's sole purpose is to
provide financial assistance to local government
agencies, then realign these resources with existing
programs that have similar missions such as the Parish
Transportation Act or the Community Development
Block Grant Program.
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2. If the Rural Development Program is intended to serve
some other purpose, then urge the office to prepare
rules and regulations, as required by LSA-R.S.
3:323(B).

|
Recommendation

The Office of Rural Development should prepare rules
and regulations governing the use of rural development funds, as
required by LSA-R.S. 3:323(B). These rules and regulations
should clarify the requirements for receiving grants and should
address the identified weaknesses in the grant approval and
Monitoring processes.
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Appendix B: Comparison of Rural Development
Grant Programs

i
8 TR LI AR

i .
i
sl

i
&g&&&‘&fi e :
L Y PR B

@ $300,000
§ Arkana?as. Rural Development 1y of match derived
g Commission - Office of Rural 3 from local donations
= Advocacy
< D £ ) $750,000(50/50 cash funds or in-
=4 epament of Community kind match
] Affairs - Office of Rural 2
8 Development
$6,700,000 {None
=)
§ Office of the Governor - Office
5 of Rural Development 12
=
o $1,600,000|At least 15% must be
5 local funding and funds
E Rural Economic Development from center can
&) Center - Supplemental Grant 1 constitute no more than
S Program * 50% of project costs
z
o $9,000,000|Grants require a match
= with state/federal
§ Department of Commerce - 3 and/or local funds
2 Budget and Control Board (exceptions may be
s made for special
@ projects)
$300,000(25% community match
.g Department of Housing and is required, not federal
'E‘n Community Development - 3 or state dollars
= Center on Rural Development provided through other
programs
* Not a state agency, but state funds appropriated by General Assembly
Note: All grant information based on activities for fiscal year 1993-1994




Office of Rural Development Staff Study

Arkansas

$15,000

Enhanceuahf life by provi ching grants to
assist with construction, development, and
improvement of local facilities and projects

Georgia

$10,000 - single
community $20,000-
multi-community

Fund community improvement activities of local
governments, i.e., downtown development, historic
preservation, community facilities, tourism and related
marketing activities

$15,000 to $50,000

Used to mitigate the rapid deterioration of rural health,

g based on type of education, transportation, public facilities, tourism,
@ government unit infrastructure, or other systems essential to the socio-
§ ($100,000 per parish|economic well being of the state's rural areas
cap)
~ Grant must amount |Meet match requirements for federal economic
= to less than 50% of |development grants--grants for water and sewer
g total project cost, up |projects receive priority
& to $100,000
=
=
S
7z

South
Carolina

No cap was given

Develop infrastructure and public works projects only
and based on an area's capabilities to attract industry

.

irginia

A%

$40,000 (awards
ranged from $5,000
to $32,780; average
award $23,000)

Improve rural communities; encourage innovation and
creativity; build local capacity; support projects that
serve as catalyst for other development activities

Note: All grant information based on activities for fiscal year 1993-94
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Arkansas

Financial controls include review of invoices/receipts and expenditus. Rural
Development staff conducts site visits to ensure projects are moving at
appropriate pace. Leftover funds greater than $5 are returned to the Rural
Development Office.

Georgia

Financial controls include incremental payments of grant funds to recipients
with final payment occurring only after confirmation that the project has been
completed. Due to size of staff, no regular site visits are conducted.

All funds are issued after application is approved. Grant recipients submit

g status report when project is completed. Projects are not inspected by rural

@ development staff. There are no guidelines for leftover funds.

3

-

o Grant recipients submit quarterly status reports. Funds paid at project end after

£ all other funding has been expended. Staff visits site to ascertain project

§ progress. Audit report required for grants over $25,000. Any overages must

@) be refunded.

-]

T

=)

Z

Staff monitors the projects usually on a weekly basis. Funds are not distributed
= B until the project is under way. Some monies are paid directly to contractors
8% and not to grant recipients,
R 8
Q

= Staff oversees projects from inception to completion. Written reports are filed

'S every two or three months. Funds are paid on a reimbursement basis.

2

=

Note: All grant information based on activities for fiscal year 1993-94
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Appendix C: Scope and Methodology

This report is a staff study. Preliminary work began in
March 1995 and fieldwork was completed in July 1995. The
staff study covers fiscal years ending 1993 through 1995.
However, in some instances, data was unavailable for 1993. In
those cases, we have noted such in the report.

To address the study objectives, we performed the
following steps:

1. We interviewed the Rural Development staff to obtain the
following information:

general information about the Office of Rural
Development, and

+ guidelines used for the application, grant approval,
and monitoring processes.

2. To determine if any duplication or overlap existed between
Rural Development and other programs, we:

+ reviewed the state laws and/or rules and regulations
governing the Office of Rural Development, the
Parish Transportation Fund, the Community
Development Block Grant Program, and the
Department of Economic Development.

+ interviewed officials at the State Treasurer's Office
and the Office of Community Development.

3. We contacted 10 southeastern states that have rural
development programs and obtained information on those
programs. Those states are listed below.

Alabama Mississippi
Arkansas North Carolina
Florida South Carolina
Georgia Tennessee

Kentucky Virginia
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4. We compared the role and structure of rural development
programs in other states and other aspects of those programs
to Louisiana's.

5. To analyze the grants issued for fiscal years 1993, 1994, and
1995, we did the following:

Categorized and totaled the grants by type of project
and by parish.

Reviewed grant recipient files for compliance with
internal Rural Development guidelines.
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